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FINANCING AGRICULTURE DURING THE
EMERGENCY

THIS conference, meeting at the call of the President and

the Secretary of Agriculture to consider in their broader

aspects the pressing problems of our great, fundamental ag-

ricultural industry, has before it a task of great import not

onlj^ to the industry itself but to the Nation as a whole.

Agriculture today is confronted with many difficult and com-

plex problems arising out of the chaos and aftermath of war

;

but none are more urgent at the present time than those of

marketing and finance.

Before the beginning of the world war our production of

agricultural commodities had been adjusted and brought into

balance with the needs of the consuming markets at home and

abroad. The war completely changed that schedule of pro-

duction from the outset, calling, for example, for a great deal

more meat and grain and much less cotton. The increased

demands and reduced supplies in Europe stimulated prices

and led to vastly increased production of foodstuffs in this

country, many former sources of supply in other countries

being cut off to a considerable extent by the lack of ships for

the long water haul.

Although the remoter sources of production have again

come into competition with our producers since the war,

and part of the European production has been restored,

our exports of foodstuffs during 1921 were greater than

in any preceding year. But when conditions become more

normal in Europe and when Russia returns to its former

status as a food exporting nation, our agriculture will be

confronted with the necessity of adjusting itself to a new
situation in the world's markets—a situation that may
involve a diminished foreign demand for at least some im-

portant products of the soil and renewed competition from
other producing countries.



AID IN FINANCING EXPORTS

When the hope still prevailed that Europe would come

back with a fair degree of rapidity, it was thought that the

granting of credits would provide a method of developing

additional markets for our agricultural commodities ; but the

developments of the past two years have demonstrated clearly

and conclusively that such methods could not be relied upon

indefinitely, and that the need was not for more foreign

credits but for more adequate provision for financing the

marketing of our agricultural output over longer periods of

time.

In March, 1919, the War Finance Corporation was granted

authority to make advances, to the extent of one thousand

million dollars, to American exporters and bankers who chose

to extend credits to foreign buyers. Considerable loans were

made under this authority and many applications were pend-

ing when the activities of the Corporation were discontinued

in May, 1920, at the request of the then Secretary of the

Treasury. Plans for financing the export of large quanti-

ties of agricultural products were under consideration at

that time by the Directors of the Corporation.

I believe now, as I believed then, that the War Finance

Corporation—if it had continued to function—would have

been able to mitigate the suddenness and extent of the col-

lapse in commodity markets and prices, in the fall of 1920,

which seriously affected the whole business machinery of the

Nation and caused acute distress in the agricultural districts.

CORPORATION ORDERED TO RESUME OPERATIONS

The Congress, in January, 1921, ordered the Corporation

to resume operations under its export powers, and President

Harding, when he came into office, promptly took steps to re-

store the Corporation to effective activity. As its authority

was then limited to export financing, the Directors turned

their attention naturally to cotton—the foremost American

agricultural export. In the course of the weeks following,

after conferences with cotton men, bankers, exporters, and



others, the Corporation developed methods through which it

was able to give considerable assistance in connection with the

movement of exports. But its investigations, both at home

and abroad, brought out very clearly the fact that credit to

foreign buyers would not solve the problem. Foreigners who

had made purchases on credit after the armistice, thinking

that exchanges would recover and that they would profit by

buying cotton for prompt delivery and deferred payment,

had suffered large losses through the further depreciation of

exchanges. It had become apparent that the purchase of

American commodities for prompt delivery and later pay-

ment, which was involved in accepting credits, was a gamble

instead of a business risk. In other words, it was impossible,

on account of the fluctuations in exchange, for the European

buyer to determine whether he would gain or lose on com-

modities which he would have to pay for in dollars and seU

in terms of European currency. So he changed his methods

and bought only to meet current needs, spreading his pur-

chases over a longer period. The real problem, therefore,

was to provide financing for the more orderly marketing of

our products—for prolonging the period during which the

marketing would take place.

COTTON SITUATION IMPROVED

The Corporation made some advances to finance the export

of cotton to foreign warehouses, there to be sold for cash to

the foreign buyer as it was needed, and approximately 250,000

bales were exported under this plan. But a further step was

necessary, and early in July the Corporation found that,

through the large cotton cooperative marketing organizations,

it could extend the needed financial assistance to American

producers on a large scale and put them in position to carry

their cotton for orderly marketing.

In all, the Corporation agreed to provide the resources and

machinery for financing approximately 1,000,000 bales and,

at the same time, demonstrated its ability to finance such

additional amounts as might be necessary. When it was
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clear that the crop would be adequately financed, confidence

was restored, and buyers both at home and abroad resumed

purchases. The improvement in the market was reflected in

improved prices and the whole business outlook was changed.

Though the shock of the experience of the past year is still

being felt, we are justified, I believe, in saying that the cotton

growing States may view the future hopefully.

While attention was concentrated on cotton, the activities

of the Corporation in connection with export financing were

not confined to that commodity. Large advances were au-

thorized on other agricultural products, such as wheat, dried

fruits, canned fruits and vegetables, tobacco, condensed milk,

and meat products.

EMERGENCY LOAN FUND FOR LIVE STOCK

During all this time the live-stock situation was becom-

ing more and more acute. The matter was presented to the

War Finance Corporation, and our study of the problem

convinced us of the necessity of doing something on a broad

scale for the general agricultural situation, entirely apart

from the financing of exports. The live-stock situation be-

came especially demoralized in the early summer; and realiz-

ing that it would take some little time for Congress to enact

legislation covering the agricultural industry in general, the

Secretary of the Treasury called upon the bankers in the

eastern money markets to cooperate with the western bankers

in raising an emergency loan fund to help the stockmen.

About twenty million dollars was loaned from this fund be-

fore new legislation enabled the War Finance Corporation

to come to the rescue of the live-stock industry. This action

was helpful to an extent that we can not now entirely esti-

mate, because calamities that are averted can never be meas-

ured. In fact, some of our most valuable activities, both

governmental and private, are of such a character that their

full effect and importance can not be properly appraised.



AUXILIARY BANKING SYSTEM CREATED

With the passage of the Agricultural Credits Act at the

end of August, 1921, it was necessary for the Corporation to

devise methods and machinery for bringing the large re-

sources at its command into effective operation on a compre-

hensive scale. The magnitude of this nation-wide task I need

not undertake to describe. It involved the creation of an

auxiliary banking system for the agricultural territory. Cir-

culars explaining the powers and requirements of the Cor-

poration under the new law, and application forms and other

necessary documents, had to be prepared, printed, and

distributed. The personnel of the Corporation in "Washing-

ton had to be expanded, and a field organization had to be

created to assist in handling applications for advances.

Thirty-three agencies were established in the important agri-

cultural districts to receive applications, pass upon the

security offered, and make recommendation to the Board of

Directors at Washington. These agencies are in charge of

public-spirited bankers and business men who are serving

without compensation and who are keenly alive to the service

which the Corporation is trying to render to agriculture.

The members of the committees not only had to become ac-

quainted with the work themselves; they had to educate the

bankers of their States to the opportunity which the resources

of the Corporation offered them in the way of rediscount

facilities.

NEW CAPITAL FOR LIVE STOCK FINANCING

Meanwhile, with the approval of the President, I made a

trip through the West to get first-hand information on the

situation and to stimulate and accelerate our work of financial

relief. One of the more important results was the formation

of a number of new live-stock loan companies, each with sub-

stantial capital subscribed by local business men, bankers,

and stockmen. The capital of these new companies, which

has been subscribed during the past three months, exceeds
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in the aggregate the total amount of capital invested in all

the live-stock loan companies that existed previous to October

1, 1921. And whereas the capital of the former companies

was concentrated in a few places—principally in Chicago and

Kansas City—the new companies are largely owned and

managed locally in the various live-stock growing States.

Not only will these institutions serve present emergency

needs ; they will add to the permanent structure of live-stock

financing for all time. According to assurances I have re-

ceived from the various States, the first effect of this work

was to halt the sacrifice of breeding herds and immature

stock, which was endangering our future meat supply and

imposing heavy losses on the live-stock industry.

LARGE ADVANCES FOR AGRICULTURAL PURPOSES

By the latter part of October the machinery for the ad-

ministration of the Agricultural Credits Act, both in Wash-

ington and in the field, was practically completed, the com-

mittees in the various sections of the country were function-

ing actively, a large number of banking institutions had be-

come familiar with the powers and purposes of the Corpora-

tion, and applications were being received in increasing num-

bers. In November, 790 applications for advances for agri-

cultural and live-stock purposes, involving over $38,000,000,

were acted on by the Corporation. The volume of business

continued to grow until, on January 19, more than 3,000

advances to banking and financing institutions for such pur-

poses, aggregating about $128,000,000, had been approved, in

addition to large advances to cooperative marketing organi-

zations.

During the week ending January 14, the Corporation au-

thorized 455 advances, involving more than $12,000,000, to

various banking and financing institutions, which in turn

were able to extend old agricultural loans or to grant new

loans to their farmer customers. These advances were dis-

tributed in 31 States, from Alabama and Texas on the Gulf

to Montana on the Canadian line, and from Georgia, the



Carolinas, and Virginia on the Atlantic to California and

Washington on the Pacific, with the great producing States

of the Mississippi Valley heavily represented.

It is impossible to say how many farmers get the benefit of

an advance made by the Corporation to a banking institu-

tion. A single advance may involve the notes of a large

number of individual farmers. One advance which we re-

cently made in the Corn Belt, for example, involved the

paper of some 174 farmers to whom the bank had made

loans for various agricultural purposes.

When an application is filled out by a local bank, it is sent

to our local committee. It is then forwarded, with the report

of the Committee, to Washington, where it is examined by

our staff and presented to the Board of Directors. In a vast

majority of the cases, the Board is able to approve the recom-

mendation of the Committee ; but sometimes it is compelled to

modify them. Long-range banking takes time; but the

knowledge that the funds of the Corporation are available in

proper cases and on good security helps to take the pressure

and anxiety off the situation. A bank that feels reasonably

certain of getting an advance is almost in the same position,

mentally and financially, as a bank that has actually obtained

a loan.

HELPING TO RESTORE CONFIDENCE

As I frequently take occasion to state, the value of the

work of the Corporation is not to be measured in terms of the

dollars advanced. Financial collapses are partly tangible and

intrinsic, and partly due to fear. The prompt improvement

that the Corporation has been able to bring about by a gen-

eral restoration of confidence is of far greater importance

than the actual amount of money loaned. Vast numbers of

farmers who have had no financial aid, directly or indirectly,

from the AVar Finance Corporation, are nevertheless getting

the benefits of the general improvement of the credit situ-

ation, due to the financial relief that has been given to the

district in general or to the neighboring territory.
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No one has ever claimed that the War Finance Corpora-

tion, or any other agency, can cure the woes of the world.

There is a distinct and separate problem involved, for in-

stance, in the fact that two bumper corn crops have produced

over 6,000,000,000 bushels of corn in the last two years. We
exported more corn in 1921 than during any other year in

the last decade, but corn is not essentially an export com-

modity. Eighty per cent of it is consumed on the farm, and

the ability of the farm to consume it, by converting it into

live stock, can not be increased in proportion to the increased

surplus, except in the course of considerable time. The Cor-

poration has, however, I believe rendered material assistance

in connection with the corn situation—at least it has pre-

vented the situation from becoming very much worse—by the

extensive loans it has made to banking institutions in the corn

belt, thus averting, in no small measure, the forced liquida-

tion which otherwise they would have been compelled to carry

on. In addition, the Corporation has stimulated the feeding-

of live stock; and large numbers of cattle, which long ago

would have gone to slaughter if it had not been for the funds

of the Corporation, are today quietly munching corn on the

farm.

What corn is to the Corn Belt sugar beets are to certain

sections of Utah and Idaho. A short time ago the beet grow-

ers in these sections faced grave difficulty. They depended

for their yearly income upon the proceeds from the sale of

their beets to the sugar companies, but when the beets were

ready for delivery the companies did not have the cash to pay

the growers and the banks were unable to furnish the amount

required. A financing company with substantial capital

—

the law does not permit the Corporation to lend direct to the

farmer or producer—was therefore organized, and the War
Finance Corporation advanced the money on adequate se-

curity and thus brought relief to the growers. And large

advances also have been made to assist the beet growers of

Colorado, the fruit and rice growers of California, the wheat.
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growers of the Northwest, the peanut growers of Virginia,

and other agricultural producers throughout the country.

STRENGTHENING OF WEAKER BANKS AN IMPORTANT
FACTOR

One of the most important factors in the work of the

Corporation—a factor which can not be accurately measured

or properly appraised—is this : Where a number of banks in

a given territory find themselves in a difficult position due

to loans which, though good, are nevertheless slow and tem-

porarily uncollectible, and where those banks are compelled

to meet the demands of their depositors for their current

needs, a disastrous situation might easily develop if the long

rediscounts offered by the War Finance Corporation were not

available. This weakness, which all those familiar with agri-

cultural conditions appreciate, is not only a factor with the

banks immediately concerned but with the stronger banks as

well. If the weaker banks had not been reinforced by the

Corporation's rediscount facilities, as they have been re-

cently, the stronger banks would not have been as willing as

they have been to do their part in the situation. And, as our

work progresses, one of the most important effects will be that

the stronger banks of the country, seeing that the position of

the weaker banks is improving, will come into full, coura-

geous, and helpful activity throughout the agricultural

territory.

WORK WARMLY SUPPORTED

I am glad to present to the Conference this summary of

the work of the War Finance Corporation in connection with

some of the problems which you are here to consider. What

the Corporation has accomplished is due to the whole-hearted

cooperation and warm support it has received from the

President and every member of the Administration; from

both Houses of Congress, which have ever evinced their con-

fidence in its work; from the great group of bankers who are

assisting us all over the United States; from the great farm

organizations; and from the loyal staff of hard-working as-
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sistants who have never spared themselves and who have

worked nights and Sundays and holidays when necessary to

speed up the work.

MUST PROVIDE MACHINERY TO MEET CHANGED
CONDITIONS

The more orderly marketing of our crops, which is neces-

sary to meet the changed conditions of the consuming foreign

markets and of our own markets, is one of the subjects which

may well occupy the attention of this meeting. We must

recognize the necessity of selling our agricultural products

more gradually than we did in former years, and the cor-

responding necessity of carrying our commodities for a longer

period of marketing. We need the machinery that will make

possible a twelve months' marketing of our annual produc-

tion. If Ave provide financing for the gradual marketing of

our commodities, we will be doing only what any sensible

merchant would do in handling his business.

Before the war, the bulk of our agricultural exports went

forward within a short period after the harvest, but this is no

longer the case; and we have here a concrete problem which

calls for careful consideration. To be specific, in the years

before 1914, about eighty per cent of the cotton exported

—

and I believe this to be true also of other agricultural prod-

ucts—was sent abroad during the six months after the open-

ing of the harvest. In recent years, the figures indicate that

only fifty per cent of our annual exports have gone forward

in the same period. In other words, the foreigner is not buy-

ing ahead, and we must carry our agricultural products for

a longer period. This fact must be recognized and our

financing activities and our warehousing facilities must be

organized to meet it. It may mean longer rediscounts with

the Federal Reserve System, or it may mean new agencies if

these longer rediscounts are not deemed suitable to the struc-

ture of that System.

The collapse in the live-stock industry was due not alone

to general economic conditions; it was hastened, to say the
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least, by unsound methods of financing. The financing of the

live-stock industry, second in importance to none of the other

great agricultural activities, is worthy of the most thoughtful

consideration.

The cooperative marketing organizations with which we

have been brought in contact have demonstrated the value of

the loans made by the War Finance Corporation in facilitating

the orderly marketing of farm products ; and this Conference

may well discuss the methods by which these organizations

may be assured of continued financial support, on a sound

basis, after the emergency work of the Corporation has ter-

minated.

Though there is still great distress in the agricultural in-

dustry, conditions are on the mend. Out of the experience of

the Corporation, I have acquired a conviction which enables

me to look forward to the future with confidence. We have

in the United States everjiihing fundamental that is necessary

to the restoration of prosperity. We have the resources, the

money, and the men. We have demonstrated, both during the

war and since, that we have the power to organize. What
is most needed now is the adjustment of our resources and our

organization to the new conditions.

COMMON INTEREST IN AGRICULTURAL PROSPERITY

The Agricultural Credits Act, I believe, will prove to be

of incalculable benefit to the farmers of the country, and be-

cause of its benefits to the farmers it will also be of great

benefit to business men, to bankers, to manufacturers, and to

labor. The interrelation and community of interest between

agriculture, commerce, and finance is a fact that is coming

home to the minds of the people generally. It has been my
privilege to emphasize frequently the common interest that

we all have in agricultural prosperity, and I am glad to note,

from the public utterances of our bankers and business men
in the financial and industrial centers, an increasing appre-

ciation of this common interest, which is so clear to those who
have had occasion to study the matter closely.
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During the period of depression it has become more and

more apparent that the interests of all classes and all sections

are, if not identical, at least parallel. The business men, the

bankers, and the producers are each learning that a sure way
to help themselves is to help the others ; that in the long run

the best policy is to live and let live; that the way out of a

bad situation is for all to work together with a common
purpose and toward a common end—the prosperity and well-

being of the Nation as a whole. And as this principle of

action comes more and more into practical application in our

economic life, I believe we shall see a rapidly increasing ten-

dency towards the restoration of business and agriculture to

equilibrium and stability. The agricultural interest is not a

sectional or a class interest. It constitutes the economic foun-

dation of the country. Directly or indirectly, the interests

of agriculture are the interests of all the people.
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